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MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
(Department of Company Affairs) 

RESOLUTION 

New Delhi, the 23 rd June 1977 

No. 7/6/77-CL V. —-The Companies Act 1956 was enacted with a view to 
creating conditions necessary for the healthy growth of joint stock enterprises 
and for providing safeguards in relation to the interests of the investor and the 
public. Soon after the enforcement of this Act, there was criticism about some of 
the provisions of this statute and Government, therefore, appointed another Com¬ 
mittee in May 1957 On the basis of the recommendations of the said Committee, 
as also the recommendations of the Commission of Enquiry in respect of certain 
group of companies and with a view to preventing malpractices, as and when 
they were noticed, the Act was amended from time to time There have been, so 
far, as many as 12 amendments. As a result of such frequent changes, however, 
the structure of the Act has heen affected and many of the provisions have become 
cumbersome and not amenable to easy interpretation and understanding. Some of 
the provisions such as those relating tq managing agency system have become 
obsolete while some others have proved to be Ineffective to meet the present 
day need of corporate management and administration. Another important part 
of Company Law which has not been reviewed in depth, so far, is the part which 
deals with winding up procedures. The statutory provisions m this respect have 
more or less remained unchanged since 1913 These provisions need a fresh look 
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so as lo ensure early termination of the winding up proceedings and settlement 
of the claims of the creditors and contributories of companies in liquidation, 

2 With the enactment of the Monopolies and Restrictive Trade Practices Act 
1969, a new dimension was added to the Government policy m regard to the 
regulation of the corporate sector Suggestions have been made bv various quar¬ 
ters including the Monopolies and Restrictive Trade Practices Commission that 
several provisions of this Act need to be modified In the implementation of the 
Act, also, certain difficulties have been encountered. Several obscurities and 
lacunae have been noticed in the provisions of the Act with the result that the 
realization of the objectives underlying this enuctment has not been effective 
to the extent desired For the reasons stated above, it has become necessary to 
constitute a high-powered Expert Committee to undertake a comprehensive re¬ 
view of the two enactments urgently 

3. Government, accordingly, hereby appoints a Committee to consider and 
report on what changes are necessary m the Companies Act, 1956 and the Mono¬ 
polies and Restrictive Trade Practices Act 1969, with particular reference to the 
modifications which are required to be made in the form and structure of the 
Companies Act 1956 and the Monopolies and Restrictive Trade Practices Act, 
1969, so as to simplify them and to make them more effective, wherever necessary 

4, The Committee will also consider the provisions of the Companies Act, 1956, 
and report inter aha on 

(a) classification and formation of companies and the constitution of board 

of directors with special reference to protection of the interests of 
the shareholders who arc in a minority, 

(b) exercise of managerial powers, and protection of shareholders and 

creditors' interests and their relations, inter se; 

(c) measures by which workers’ participation m th P share capita] and 

management of companies could be brought about; 

(d) provisions which are required to be made to prevent mismanagement, 

with special reference to safeguarding of company’s own interest 
and the public interest, 

(e) measures necessary to promote professionalisation of management and 

regulation ol managerial and executive remuneration commensurate 
with their responsibilities, and 

(fj measures by which reorientation of managerial outlook in the corpo¬ 
rate sector could bo biought about so as to ensure the discharge of 
social responsibilities bv companies 

5. The Committee is also requested to consider and report on: 

( I ) what changes are required to be made in th P Companies Act, 1956 to 

streamline the winding up procedures so as to expedite the realisa¬ 
tion and distribution of assets to the creditors and contributories; 

( II ) whether it is desirable to enact special provisions applicable to the 

Government companies as a class so as to exclude the provisions of 
the Companies Act, 1956, generally m their applicability to such 
companies, 

(iii) what adaptations and modifications are necessary in the provisions of 

the Companies Act, 1956, in their application to enterpreneurs in 
medium and small scale sectors carrying on business as joint stock 
companies, 

(iv) what further changes are required to be made in the Companies Act, 

1956, regarding the establishment of places of business and opera¬ 
tion of foreign companies in India, 

(v) what improvements, if any, are required to be made in the present ad¬ 

ministrative structure and procedures regarding the enforcement of 
the provisions of the Companies Act, 1956, and the Monopolies and 
Restrictive Trade Practices Act, 1969; 

(vD what changes are required to be made in the Monopolies and Restric¬ 
tive Trade Practices Act 1969, in the light of the experience gained 
m the administration and operation of the said Act; and 

(vii) anv other matter incidental or ancillary to the administration of the 
Company Act, 1956, and the Monopolies and Restrictive Trade 
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Practices Act, 1909 having regard to the growth and development 
ot trade, commerce and industry 

6 The Committee will be constituted as iollows,-— 

Shn K, S Hegde, Member of Parliament, (foimer Judge Chairman 

oi the Supreme Court of India) 

1, Shri S Ranganathan, Member of Parliament, (former Member 

Comptroller and Auditor General of India). 

2 Shri R D Gaftam, Member of Parliament (Retued 

Judge of Rajasthan High Court) 

3 Shri Bedabiuta Baiua Member of Parliament 

4 Shn F S Nariman, Senior Advocate, Supreme Court 

oi India (iormcr Additional Solicitor General of India) 

5 Shn Santanu Dcsai FCA President, Merchants Chamber of ,, 

Commerce, Bombay, (former President oi the Institute 
of Chartered Accountants of India) 

6 Shu S Srinivasa Rao, F1CWA Professional Accountant, 

(former President of the Institute of Costs & Works 
Accountants of India and also a member of the 
Institute of Company Secretaries of India) 

7 Shn D C Kothau, Industrialist Madras, (former 

President of FICCI and President. As.an Chamber 
of Commerce) 

8 Shn Keshav Mahindra, Industnalist, Bombay 

9 Shri K P Tupathi, Labour Leadci, (former Minister 

of Assam). 

10 Shri K K Ray, Barrister-at-law, Sec'cl.-v y Member-Secretary 

Department of Company Affairs 

7 The headquarters of the Committee wiP be at New Delhi and it will meet 
as and when necessary The Committee may also visit such othei places as it 
mav consider essential for the purpose of iff- nicumv The report of the Com¬ 
mittee shall be submitted to th e Government of India m the Ministry of Law; 
lusticp and Company Affairs, Department of Company Affairs, not later than' 
31st December, 1977 


Order 

Ordered that a copy of this resolution be communicated to all the State Gov¬ 
ernments, Union Territories. Mmistr.es and Departments of the Government of 
India, Prime Minister’s Office, Cabmel Secretariat, Private and Military Secre¬ 
taries to the Vice-President acting as Piesident 

Ordered also that it be published in the Gazette of India Extraordinaiy 

K K. RAY, Secy 


(iMt tro favtm) 

df 23'ffff, 1977 

Ho 7/9/7 7-^TffH-V.— .RtFpff ’ffWff’FR', 195(1 RffJFT 
uV fftJT jfnT % fffffT % ff R/RffPTT ^ 
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%■ f^TCT ^yfr)qfi|n r+i'Mi qqi RT I RT >h[ dPiq h % q 1 7+RW % cTRT qicqld 

* 

tfTPJR $ NTTEff % $®t % STFftNRT g$ «ft wfwq TOR % 195 7 

if 5 RT flfaffT fasfRT # *ft I RfM % ROTTl % STRUT R RTT qrPlfRRT 
$■ sfRprt ?ptx % ir ntn !fRrk % gfrprt r sft r rrerkT % MriR 
nr Rrsfr *fr r if 'sttr, srftrfipPT r RRr-rm'R totTer Mirst i snft 
tr nrfirer Jr srfM' 12 rrwM M *m £ 1 rt prr Ripr qR^f % rMir- 
¥sr?N rpnfr srfsrfrnrn ttt rrt srttM gsrr t 5ft 7 3 wsrt ir Jr srgrr Jr jfrftTR 
ft rJJ \ srk ^rJT smrnfr r aRiwr srV rrrrt rM 1 1 ir Jr f® 
M gft snsrRr srfinRN Jr ; sirrM w ^ NR-fsp srr f ® Pd^faei 

sr??fnrk rwhpt jfcr M srfJr ftp RTRTRt fJr? %v .4 1 rtMT Mr rp ^trt 
trg y s y jr saY RrrnJt *r*rt rpp pgrrl % Mstt rsT r?T pf £, R?; Rf ssrr t, ^rt 
ifawm srfw Jr rr^fer \ i rt ir mf?fw rtto 1913 Jr RRrrftrcr 
’TrfJ^fJr r| 4 1 rt NRrsfr ir qfVdqiNR >£f wf^rf^rt spt Mt srrt RRir r?t 
gfpHrdcl NRTTOfaft % RrI RTf cPT RTTR cTRT qfRRTfW RPR Ml % MRTPTOt 

tit gRnrwrr % fM pf <$fc Jr ^spT Rfr sttwrrt | 1 

2 rr q .lf j -J ’f, r r PR fj^NpRffTTt 3RRR 5T«rr wftlfRW, 1969 ^ MrfiMTP 

f %4 nfT % «rr*r, firnfim sfa % Mtwt % srrrt ir rrer qfr sftfJr if gr rrt 
sTrRTR" sfrgr irtt «rr i rrarf^rTR^ fR#7NRRRfr srirtt sr*rr sthtTr r%t WJr^ imf 
r rwTT Rt r? n fV rrr srfJrPm ^ YWtrt Jr wjftu^r 

spr^ ?rrw^frr 1 1 ?rfii TWr % ir ‘-rffm tItrktt srfJwg- |# ^ 

5r?R % fl-pR? *tTt w srfsrPm Jfr ir fw ir mf r, ^r% qfwpr- 
^■sq- f% itr srfij fqqqT % iprrfi#^ stdttr *rm qft rfRn ^ STrpfr 
Rfr fm 1 1 gqlw qrR°fr ■> Rrg, ft stt^trpf ?fr rrt | f% ?> *rfferld*nf¥ 

%■ f^rr R^Twr TTT % f^rr Rfirfrf qrr R7.R fiBJT 3TTTT I 

3. dg^R TT rTFPTT nd?ITTT JFPpfT srfsj1WT ; 195 6 wR gafnfHqjR gsf 
fR^SFRirfr rarmT q<n STfuRm, 1969 ir TRT qfJTTRR WW I qr iwr 

?rV frfrr ^r % fag rrfirfR Wr k f^Rir «iwtspfr % Mr rbJ 

ir gfr q^T^fr NRlfTTcr, 1956 rT 7 rr^rrfiT’R'rT RR fRR f 9HT 1 0 oRTTR NRT WfafjRFT 
1969 %■ ft ifsfrr®r% rM spir sMsfrw t RmJr fq> yrttt rnrftqTTwfw nt 
R% sfk 3Mr Rfsr^ RRTWpfr 51^1 STTRWTTT ft, RRTRT NT R% I 

4 , ^ppfr Trftrfwr, 1956 % Nwff tt rV Mtt «rk 
PTR-RTR Mir WV I 

(ip) jpppfr % RsffaRW 5rk ST5P RRT VRRRTfTRt Wt NTRNR % 

% %ft qij Tsrr % f#r rr 4 r%t UJw rtn rttrsp; 

(jg-) pTPiJrT wRttT qrr jtrtt, w i TTinfTq^f j *fk nrt^ttWt % %ft 
sJVT YP% fTTcKTR # RTRRTR ^TWTi 
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(v) RTF!, frra% gTRT qfwf qtt qncpft RRR Toft ?fR SRFff if 
Hlqi 5 tt R%; 

(r) °m q^*ny, oft ^stret % H-i<=i t*j|f«r g ^n^T^rt % ^rr % fg<T 

sftR RRcTT % f^T qfr gRSTT % r; 

(■?) 5 TSFKT % ^■HI^VaRW Tt sfWfrf iftR RRfEffiitR sfR 

qTfTWfUT RR% ■d^1 l (m ri % MI v *-'6 % RTRRJRT RTTR, 5ftR 

(■•t) RTF*, fsr^ 3TKT fRRfRR W? ^ JT5FET#q- rF'RRIR RT qRprFSfm 
ffrtn jfT R% ftrcrit 't' *-4 Pi 4t 51 r r I ■M tI^i °f> ^ r V51 fiTcR % fiTRiRT 

Rt ^f¥w fW RTTTT | 

5. % ftpR ’R Ftrir ^rr sftR fWt? rr rr tft ’Rnra f%Rr rtrt 

% : — 

(1) qfRTRm *£t srfaRT vt gRTift rrr frra^t RRiRRrWt stIr ^TnRTRTsfr 

Rt qfw'Tfn RTt RgR RRR «flR faclfRR ¥TR rt> <J7?R RRRTRT 
RTR%, RRqRt ^RfRRR, 1956 it fw 3fi^ RTR RfRRRR; 

(2) RUT RRRRTt +H^4t 9R Rig gtR RPR, fapfa RTRETT Rt RR % 

wr ^ wfafRRfRR rrrt rtbrYr t, fRR% rjrrt srfafRRR, 
1956 % Rwrt Rf RRTFR'T: w W1 Rt RRRFRRT qr <W[ RRT-V 
Rt WOT foRT RT 

(3) rrt RRTRtRR j sfa sn^fteR Rqwt RfaRRR, 1956 %rrrrt it 

RTR?RR> t, aft W R*R Rg RTRTR itR % R?RRt 9R R^RR- 

rrr qn'rfqirl % rr r srtuR RR X% % 1R RTR rr?T §rr; 

(4) ®RTRR % RRTRf 4ft WIRR? *fk RKR it fRRRt RRRfRRt i - Mrirpt 

% ^ T^pfr vftrfrqR, 1956 R wr RTit R^fttRr 

RT4 \; 

(5) *wr RtRfR, ’a-qr Rti, qrPTRt srfferfim, 1956 ’r’R rrqnft-jRrR qq 

faRtfRRTtr RTfTTT STRT ^fa'fRR'T, 196 9 % RlWl % Rt^ fRR 
% RPanu R KR9TR WraiRR ^PRRT ?fVR qfRRTWT R Rt RT'ft 
5T^TfSRrT %; 

(6) g qqfgRR tgq r4 , <fl'«q ( HRt o^TRIR RRT RftrfRlW, 196 9 it 
*pfw 'HrUpHRM % 5T5TTRR wtR RRTRR R Rt RTR RFR f’PTT 
| RRR #i4 R W rTrRRR RRRfsRR t; RfR 

( 7 ) RRRt srffcrfiTR'T, 1956 ^fR gRTfTOR fRRRPTRIRt 5RTTTR 

q«TT ’TfofRRT, 1969 % tfllRtR^ R ®TTTTR, RrfrRR W^R RRRtR 

% |qfg RTt WtR it R®?t fiT Rtl 5 FR RTRlfw sfR 

R^TRR RTJW I 
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6 RfirffT TO faw TOTO TOR fTOTT TOWT — 

*ft %0 IT^o^Tt REW 

TOR TOW 

(WTcfW TO?TO WTRTWT % WTJR WTTOfrr) 

1 . tTRo WT'TTRR, tor tow tow 

(RTW % fTOW T£R TOlTOTT R^W) 

2 «ft STTT° Rt° TOSpft, TOW 

TOR tow 

(WWTR tor WtRTWT % RRrfWfT WTRpftR) 

3. ’"•ft RRRR TOW, TOW 

TOR; TOW 

4 W RRo rrjjo WPWR RfTO5, RflMTOT RRW 

RTWtR TOR WTRTWT (WW T '•TTJR RfRfTOR Rlf'TfWT TOWf) 

5. «ft ^Rlf, TOoRtoTTo TOW 

TOW, tf#W TOW TTPT> TOW, RWt (WW R TORWW 

Srarror rwtr + tow) 

6. sft tJRo RtfTOTRR t TR. PR o TO? 0 RTo Stt-fjo U[, TOW 


WRRifTO^ RTORpT (RTW = WTO "WT Ml * TOlfw WiTRpT 
RWTR % «JTJR W!T RV TO R TOTOft RfwfW-RWR % 

TOW) 

7 MY ffc Wo THWT TOWRTfrT, TOW TOW 

(rTCfio ?rrf ■> Wo Rto wf ° R TOTJ^ TOW rYr rrfww WT 
RTT % TOW) 


8 Ml WW H f^ '*7 T. TWWtRt, RW? WTW 

9 MY R° rYo fallSY RfTO RRT (TOR % TO JR RRt) TOW 

10 MY %o %o T, RTT-TO-W, TO R 

?TfWW, TOWft TOR fTOTR RfR- 


7. RfRfrT RT >JW RTRItW Rf fwfY R t?TRT MY 7 RR TO MY TOT MY TORWRT 
RW’fr fwr +\*l\ i Rfirfir er rrtt % tot wtrt to MY w rrrY % MY to totMY 
3TW % R?7RT % fw TORWR TOR I TrfirffT MY fwTO TOW f WRIT, fafa , WPT 
MYT RTFpfY RTR TOTTO, RtqMY RtM fTOTR wt 31 fRRWR, 197 7 TOT 5TWd MY 

TOjrft I 
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fair f¥ ?r^r srffr *nfl nw ^r^nn, #et srrfa^T 
wnTfr hy^th, % a/1 * bht^t h 4Y % *tPs*i -s^ 

3'TTTrcqfb- fthtw Trc^rfcr % fwT sftr tfwrf^ ^t wsft ^ i 

5rr^r fori w? t ■flm % w wrnrpnjr i? sr^rf?Rr ^T ^nrr i 

%° %o % 1 


*fW HTTrT HT15TT iwt TfiT^ 5TTT 

j^r ^mr fro, jtprpt t^nrr, f^fi- ^ht n^rfw 1977 
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